Example #11- Withholding on Refinance Title Transfers

In this scenario, Sam and Mike own a rental house together and both have a 50% interest. They paid $100,000 for the
house several years ago. The house is now worth $350,000. A few years ago, they refinanced and now owe $180,000.
Interest rates are still down, but Sam wants to get out of his financial arrangement with Mike. Mike is refinancing for a
new loan of $300,000 in his name only and will pay Sam $75,000 out of the proceeds. The total sales price for Sam is the
total of the relief of liability, plus the proceeds that he is to receive. Since the total sales price is over $100,000,
withholding is required.

Calculating Ron’s Total Sales Price

Relief of Liability
Amount owed on the property 180,000
X_Ownership percentage of entity being transferred off the title X .50
Relief of Liability $90,000
Proceeds Received
The amount the entity being transferred off of title will receive. $75,000
Total Sales Price
Relief of Liability 90,000
+ Proceeds Received + 75,000
Total Sales Price $165,000
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